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THE MIDDLE EAST

Disengagement Talks

Egyptian and lIsracli negotiators concluded
their sixth session at Geneva on January 9 with-
out reaching agreemert—indeed, without yet
exploring the details of territorial dispositions and
troop strengths. There appears to be some pros-
pect, however, that they will settle down to
specifics when they meet again on January 15,

The Israelis seem ready to withdraw from
the west bank of the Suez Canal to a point some
distance east on the opposite bank: 18 miles is the
most frequently mentioned distance. So far, how-
ever, they have only offered this in terms of a
general principle. Tel Aviv will not move on to
definite proposals until the disengagement issue
has been discussed in greater detail by the
cabinet and Secretary Kissinger has concluded his
visit to Israel.

in return for an Israeli pullback, Tel Aviv is
demanding that the Egyptians agree to reduce
their forces on the east bank. While the Egyptians
may be willing to accept some limitations on their
forces, there have been no indications that they
are ready to accept the kind of sizable reduction
that would satisfy the Israelis.

The Cairo press has treated the disengage-
ment talks circumspectly, giving little indication
of the substance of the discussions and, beyond
the usual criticism of Israeli procrastination, little

hint that the talks have thus far been inconclu-
sive. In order not to give the Arabs the impression
that Egypt is negotiating a unilateral settlement,
government officials and the media have been
careful to characterize the talks as preliminary
military discussions unrelated to the broader po-
litical questions of a settlement that will ulti-
mately affect all Arabs.

Ironically, the very prospect that a disen-
gagement agreement may be reached has raised
new fears in Cairo. Now apprehensive that dis-
engagement could freeze the situation along new
cease-fire lines, the Egyptian press has begun to
emphasize the necessity for a link between dis-
engagement and continued progress toward a
total Israeli withdrawal.

Isracli press commentary on the Geneva
talks has taken its cue from the government radio,
which this week characterized the talks as
“mostly a sideshow" with the real drama being
played out in Washington, Moscow, Cairo, and
Jerusalem. The press, however, has reflected some
resentment over an alleged US ability to influence
the Israeli negotiating position with the Arabs.
One paper saw Defense Minister Dayan's trip to
Washington last weekend as a case of the govern-
ment apparently rushing to the US for the latest
instructions even before Washington had begun to
issue them. Nevertheless, the most recent survey
by one of the more reliable Israeli public opinion
polls shows that more than 82 percent of those
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questioned were prepared to support some ter-
ritorial! concessions in return for a peace settle-
ment, with only 14 percent opposed.

Cairo and Moscow Huddle

Egyptian Foreign Minister Fahmi's mission
to Moscow this weekend is probably aimed at
smoothing over strains in relations and reaching a
meeting of minds with Kremlin leaders on the
degree of Soviet suppert for Cairo’s negotiating
position.

Egypt has never been really comfortable
with the relationship and has for some time been

pursuing policies, domestic and foreign, designed
to keep Soviet influence in Egyptian affairs to a
minimum. At this stage of the negotiations, how-
ever, Cairo views its ties with the Soviets as criti-
cal. The USSR is currently Egypt's only major
source of arms and, should the Geneva talks break
down and the war resume, Cairo will look again
to Moscow to resupply its armed forces.

In political terms, Soviet support is less im-
portant, since Cairo is depending primarily on the
US to produce progress toward a settlement.
Nevertheless, in Egypt's view, Moscow can serve
as a useful source of leverage if negotiations do
not proceed favorably.
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Fahmi's primary aim will thus probably be
to ensure a continued commitment of Soviet
backing. At the same time, he will try to make
sure that this is accomplished largely on Cairo’s
terms—without restricting Egypt’s independence.

From Moscow's standpoint, the visit, al-
though apparently initiated by the Egyptians,
serves as a useful counterpoint to Dayan's visit to
Washington. The Soviats probably also welcome
the opportunity to discuss more closely Egypt’s
specific negotiating positions.

Egyptian Cabinet To Be Revamped

President Sadat has been involved in an in-
tensive round of consultations with cabinet min-
isters and domestic political figures. He is appar-
ently preparing a cabinet reorganization that
would enable the government to deal more effec-
tively with postwar reconstruction if a disengage-
ment agreement is concluded. Sadat is scheduled
to address a joint session of the legislature and the
Arab Socialist Union on January 18, and he could
use the occasion to announce both his policy and
hic new ministerial line-up.

As plans appear to be shaping up, Sadat
would relinquish the post of prime minister,
which he assumed in March 1973 to consolidate
his control in preparation for the war. Minister of
Finance and Economy Hijazi is the leading can-
didate to take over the post. The Cairo press,
which has talked openly in recent days of Sadat’s
plans for “making comprehensive development
the aim of the next stage,’” has all but explicitly
named Hijazi as the prime ministerial choice.

Hijazi has the administrative and the eco-
nomic experience for the job. Last summer, he
was behind the revitalization of a liberalized eco-
nomic policy that Cairo had originally conceived
several years ago to attract greater private foreign
investment and generally to ease Egypt away
from its socialist orientation. The October war
stopped implementation of the policy, and its
future now will depend on the conclusion of a
disengagement agreement. In fact, real progress
toward economic liberalization and reconstruc-
tion depends in large measure on an end to Egyp-

tian saber-rattling—a tactic Cairo is not prepared
entirely to forgo in the absence of a final settle-
ment.

Nevertheless, the cease-fire has added new
pressures for economic development. Popular dis-
content over economic ills has long been a prob-
lem for the Egyptian leadership. The war was a
distraction, but the prospect of protracted nego-
tiations promises to bring dissatisfaction to the
surface again unless the economic situation is
improved.

Moreover, Sadat has long felt self-conscious
about Egypt's technological inferiority to Israel
and, having restored a measure of military re-
spectability, he probably feels that Egypt should
now demonstrate a capability to achieve a sem-
blance of equality in other fields. A disengage-
ment would, furthermore, provide Egypt with an
opportunity to proceed with plans to re-open the
Suez Canal and rebuild the canal towns.

£ o }i
P B <
Minister of Finance and Economy Hijazi
Leading candidate for prime minister
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INTERNATIONAL MONEY

The dollar’s rapid rise in early January was
abruptly halted on January 9. Bonn's announce-
ment that it was removing all foreign-exchange
contr.ls—introduced in 1972 to slow massive
dollar inflows—set off the traders' shift out of
dollars. Other factors in the reversal included an
apparent easing in Europe's oil supply situation—
as reflected in the postponement of Germany's
weekend driving ban, intervention by both the
German and Japanese central banks, and inter-
national recognition that Libya had raised the
posted price of its cil to only $15.76 rather than
the erroneously reported figure of $18.86.

The mark remains
below its previous central
rate despite intervention by
the Bundesbank, which has

exceeded $740 million thus 1o-
far this month. Sterling,
under pressure because of sl

domestic labor problems,
also began to strengthen

The Japanese central bank—after spending
$3 billion since November 13 to support the yen
and to avoid the inflationary impact of a devalua-
tion—now has allowed the yen to depreciate by
6.7 percent. Tokyo is carefully watching the sup-
port operations of European central banks.

The price of gold has also skyrocketed to
new highs and was quoted at $124 per ounce on
January 9. In early 1973, gold demand was
spurred by the dollar's weakness. In recent
months, the demand has been driven up by the
weakness in other major currencies and the accel-

erating world-wide inflation.

Percent Change Since 2 January 1973
In the Value of the US Dollar
Relative to Selected Foreign Currencies

s

slightly after setting record o
lows earlier in the month.
-5

Despite the fluctua-
tions of the European cur-
rencies, little internal pres-
sure has been exerted on -15(-
the European joint float
since it became evident that
the Dutch would continue
to receive oil in the face of
the Arab embargo. Al- -25-
though the energy crisis

British Pound
Changa in the Trade-Weighted
Average Value of the Dollar*

Japanese Yen

German Mark

will have different effects
on the economies of joint
float members, speculation
now centers on the rela-
tionship between the float
currencies and non-partici-
pating currencies rather
than on the internal parity
structure of the joint float
itself,
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USSR

THE SOLZHENITSYN DILEMMA

Aleksandr Solzhenitsyn's latest book, Gulug
Archipelago, published in a Russian-language edi-
tion in Paris on December 28, once again con-
fronts Soviet leaders with a dilemma. They can
permit the author of the book, a detailed history
of Soviet police terror and the prison system from
1917 to 1956, to go unpunished only at the cost
of jeopardizing their efforts to control the pro-
duction of Soviet writers. They are also aware,
however, that such retribution would precipitate
reaction abroad that might undermine Moscow'’s
policies of detente.

The impact on detente of the publicity that
the book and its author have already received in
the West is undoubtedly being closely watched by
the Kremlin. Its concern is underscored by West-
ern press speculation that predicts trouble for the
third stage of the conference on European secu-
rity and cooperation in Geneva if Moscow arrests
or imprisons Solzhenitsyn.

The depth of the leadership's dilemma was
demonstrated by the long delay in its public re-
sponse to the book. The first criticism of Solzhe-
nitsyn, almost a week after publication of his
work, appeared in broadcasts beamed abroad. The
Soviet press did not address the subject at home
until January 6, and then only by quoting attacks
on Solzhenitsyn by foreigners—mostly European
communists. No more authoritative statements
have been issued to domestic audiences, even
though news about the book has been widely
disseminated by Western radio broadcasts, and
Radio Liberty began broadcasting the entire text
on January 5. Soviet commentary has predictably
labeled Solzhenitsyn a ‘“'slanderer” and ‘rene-
gade,” but has carefully avoided the key issuc of
the penalties that may be in store for him.

This tardy and su far cautious response may
indicate some indecision among the leadership.
Whatever decision is reached will have to weigh
the regime's internal security interests against its
foreign policy goals, and consensus would be dif-
ficult. The relatively low key response could also

Aleksandr Solzhenit+yn

mean that a decision has already been made not
to punish Solzhenitsyn and to play down the
case.

One veteran Western correspondent in Mos-
cow cited "usually well-informed Soviet sources"’
as saying that punitive measures were not likely
to be taken against Solzhenitsyn. The “sources’
gave as reasons the probability of an international
outcry as well as Solzhenitsyn's threat that action
against him would result in the publication of still
mare manuscripts. This view was later backed by
a senior Soviet commentator, who told a tele-
vision audience that Solzhenitsyn would not be
given a ‘‘pretext’ to complain of persecution.

Solzhenitsyn himself apparently believes
there is a real possibility that he will be arrested
or imprisoned. He said as much to three French
visitors a few days aiier publication of his book.
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SPAIN: SWEEPING CABINET CHANGES

The Spanish cabinet underwent an extensive
shakeup last week following the assassination of
Premicr Carrero on December 20. No dramatic
policy changus are expected from the new govern-
ment, however, which is expected to carry out
Franco's plans for political and social develop-
ment. Although the regime is emphasizing the
relatively smooth transfer of power, the system
will not get a critical test until Franco is gone.

The new premier, Carlos Arias, has given his
own imprint to the new cabinet by bringing in 11
new men and keeping only 8 holdovers. The new
ministers appear to have been chosen for their
loyalty to Franco and their professional com-
petence, not because they represent any par-
ticular faction. Forming a more cohesive group,
they will function with less bickering and will
arouse fewer animosities than some of their
predecessors.

Arias has a reputation for strict adherence to
law and order as well as for efficient administra-
tion. Along with a tough interior minister, Arias
has chosen a number of moderate, pragmatic
individuals to head ministries in the economic and
social fields. These appointees are known to be
interested in easing the economic and political
restraints that have hindered Spain's efforts to
develop closer ties with NATOand the European
Communities.

For the first time, the cabinet includes three
vice premiers, headed by the interior minister as
first deputy. They apparently will form an inner
cabinet to assist Arias in handling security and
economic matters as well as pressures for popular
participation in government. None of the three
has a political following of his own, and would
not be expected to succeed the 65-year-old Arias
on other than a temporary basis.

Foreign Minister Lopez Rodo, the last re-
maining member of Opus Dei, the Roman Cath-
olic lay organization whose members dominated
earlier cabinets, was not reappointed. Other mem-
bers of Opus Dei were eliminated from the cab-
inet last June, a move that reflected general dis-
enchantment with the growing influence of this
faction. This cabinet is also the first one since

Carlos Arias Navarro

Franco came to power that does not include a
military figure—other than the three service min-
isters. The military reportedly were reluctant to
become associated with the new government be-
cause of the difficult problems it faces and prefer
to remain above the fray for the time being.

The government’s reaction to the assassina-
tion has not led to massive arrests, as some oppo-
sition figures had feared. The police have concen-
trated their efforts on tracking down the six
members of the Basque terrorist group known as
ETA, who have been accused of the crime.

In his initial statement at the installation
ceremonies, Premier Arias emphasized the posi-
tive. He promised to maintain order so that
Spaniards can develop their rights and liberties.
He also said his government attached great impor-
tance to participation by the people in the politi-
cal process. Although these stalements were care-
fully qualified, they leave the door open to the
possibility of some easing of political restric-
tions.

Page 11

. Approved For Release 2009/04/22 : CIA-RDP85T00875R001000020002-3 ... e siusinic

WEEKLY REVIEW

Jan 11, 74

25X1

25X1




Approved For Release 2009/04/22 : CIA-RDP85T00875R001000020002-3 ~ o

EUROPE
SECURITY TALKS RESUME

The force roduction negotiations and the
Conference on Socurity and Cooperation In
Europe resume next weeok in Vienna and Gonova,
rospectively. The NATO and Warsaw Pact partici-
pants have thus far outlined goeneral positions. In
MBFR, difficult bargaining lies ahead to identify
specific issues for negotiation. In CSCE, tho issuas
are clear, but major substantive differonces
remain, '

In Vienna, the Warsaw Pact has submitted a
specific draft agreement for discussion, and tho
NATO allies have spelled out their proposal for
MBFR through a series of presentations. The
Warsaw Pact is calling for the direct participants
in the talks to negotiate one agreement in: oiving
a three-phased reduction of forces beginning in
1975. In the first phase, the direct participants
would make a symbolic combined reduction of
20,000 men. The remaining forces would then be
reduced by 5 percent on each side and then by
another 10 percent. Air and ground forces and
their equipment, including nuclear weapons,
would be cut in each phase.

NATO proposes that only US and Soviet
ground forces be cut in a first phase and that a
second phase of reductions should result in a
common ceiiing for NATO and the Pact of about
700,000 men. Only ground forces would be cut,
and tne reductions would be asymmetric, with
the Warsaw Pact making larger cuts than NATO.

The Soviets seemed generallv pleased by the
course of the first round and feel that they scored
some tactical successes. For this reason, it is
unlikely that they will start the next round with
any new proposals or approaches. They will con-
tinue to pursue themes that were stressed during
the opening round and in commentary since then.

Moscow and its allies will continue to place
particular emphasis on including both foreign and
national forces in all stages of reductions. The
USSR’s initial concern that West German forces

would bo disproportionately strong if US and
Soviot troops wore roduced first has been in-
creasod by rocent talk of West Europoan defonse
cooporation. In their privato statements, however,
tho Soviots have suggoestod that they might be
amenablo to reducing US and Soviot forces first,
providod thore Is a firm commitment by the West
to reduce national forces in a sucond phase.

The Soviots will continua to argue vigorously
against the Westorn concept of asymmatric reduc-
tions. Thoy have used a variety of arguments
against asymmotry, but have emphasized that
Waestern inferiority in some aroas is compensated
by superiority in othors, so that an over-all bal-
ance oxists. Thus, while the NATO countries
stressed Warsaw Pact superiority in ground forces
and armor, tho Pact strove to include air forces
and nuclear weapons in a total reduction package.
The Soviets have hinted that thoy might accept a
common ceiling in which air and ground forces
wore included.

Tha NATO allies still must decide on thoir
tactics for the next round. Some British officials
have suggested that the Western side should go
slow in the negotiations, and officials in several
European states believe the Western side should
make no firm commitments to reduce national
forces. Recent comments by a West German of-
ficial suggest that Bonn wants no reduction of its
regular armed forces. The allies will probably at-
tempt to focus the negotiations on a possible
agreement to reduce only US and Soviet forces.
The NATO allies maintained a united front during
the first round of talks, but the difficult decisions
they must now make might bring existing differ-
ences to the surface.

In Geneva, the representatives of 35 Euro-
pean states must resolve major substantive differ-
ences. Moscow's goals for the conference are to
obtain a multilateral ratification of post-war
borders in Europe and to institutionalize its con-
tinuing voice in European affairs through the
adoption of some sort of post-conference machin-
ery. The Western states hope to gain recognition

Page 12 WEEKLY REVIEW

Jan 11, 74

Approved For Release 2009/04/22 : CIA-RDP85T00875R001000020002-3 i

25X1

25X1




i
!
i
£
.
13
I
b

<7 T rw——"

Approved For Release 2009/04/22 : CI

T T———— T T T e pm—"

A-RDP85T00875R001000020002-3

for the possibility of peaceful changes of borders
and to obtlain frear communication botween Cast
and West,

The Soviets have racontly hinted that thay
might be willing to compromise on the latter
issua, but it is by no means cortain that Moscow
will actually offer concessions that will satisfy the
Waostern side, Resolving differences on this topic
and other contontious issues such as so-called
“confidence building measuras'—stops to lmit
cortain  military activities—will  probably take
saveral months,

LOOKING FOR A NEW SOURCE OF ENERGY

The sharp rise in petroleum pricos is stimu-
lating the interest of West European countries in
establishing an independent capacity for enriching
uranium to meet future enorgy needs. The situa.
tion Is confused by tho claims of rival projects
and by varying dogreos of interost in securing US
participation. Morgover, the politically powarful
powar companios, primarily interested in assuring
adequate supplies at "reasnnable’ prices, do not
nocessarily share gavernment views that are often
influenced by questions of prestige.

France's partneors in Eurodif, the projected
$16-Lillion gasecous diffusion plant for anriching
uranium, are beginning to respond to the French
announcement last Novembor that Paris would
procaeed on its own, if need be, with construction
of tho facility. Romo has agroed to contribute
22.5 percant of the cost of tho project, Bolgium
appoars close to a commitment of 10 poercent, and
Spain is likely to go along for anothar 10 percent.
Swaoden is the most raluctant of the partners and
reportedly will not decide until mid-June whether
or not to participate. Swedon’s projected share of
10 percent, if iaken ovor by the French, would
give France a majority, an eventuality the others
hope to avoid. Pross roports now indicate that
Saudi Arabia is also intorested; it might sock
Sweden's share. The choice of a site has narrowed
to France or Italy and will be decided this month,

The possibility of collaboration between
Eurodif and the US Atomic Energy Commission

has aroused controversy, Tho French bureaucracy
is divided, with the national alsctric utility in
favor of oblaining US technology, while the
atomic anergy authority has assumed a go-it-alotie
attitude; the other Eurodif membars would like
to explore the question, A recently formed group
that includas, as members e associates, all the
electric power companies of France, Italy, Bel
gium, Netherlands, Spain, Switzerland, and Aus.
trla is prossing for US-Curopean cooperation, The
loaders plan to maeat on Januvary 14, and also hope
to hold talks with Curodif and US officials. Thay
believe Eurodif is now showing considerable
fiexibility and may agree to cooperate with the
uUs,

The other major European uranium enrich.
ment project, Urenco, which depends on the less
expensive but unproved centrifuga process, is also
moving ahead, Urenco has attracted support
bacause it requires only one tenth the power
called for Ly the diffusion process. The threa
backers—West Germany, Britain, and the Nether-
lands—hope to complete an initial study phase in
mid-1974, The West Germans are hopeful that
during a second phase later this year the now US
initiativas for cooperation in energy research and
dovelopment may UbLring help to Urenco on
centrifuge technology.
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CHINA
SPENDING SPREE

China bought whole industrial plants at a
tecord lavet in 1973 from Japan, Western Luraope,
and the US, Contracts jumped from less than 360
million in 1972 to mote than $1.1 billion last
yeat. The 1973 total atone was almost tout times
the value of plants purchased during the previous
docade, Negoliations now undet way could add
another 31 billion in 1974, Whaen equipment from
plant  purchases starts Howing into China in
1974.76, whole-plant impotts could account for
a5y much as one hatt of totat itmpotts of thachinery
antd equipment,

Unlike the 19605, when purchases centeted
on tilling technological gaps and acquiting small
protolype plonts to copy, the Chinese today ate
buying huge industtial complexes that add sub-
stantial new capacity to lagging industrial seclots.

Top priotily is going Yo the petrochemical indus.
try for plants producing fectilizer and man-mare
fibets. An incteasing volume of these progucts is
teeded 1o help feed and clothe China's growing
population. After the impotted plants go inty
production in the tmid-1970%, the added output
could greally expand domestic availabilily o te.
place a pottion of China's latge anhual imports of
fertilizer and fihets,

China is spteading its business atoutrd when
choosing suppliets. It leatned from earlior axpetis
ence with the US5H the danget: of hoavy depeol.
ence on asingle country. With the htoadening of
U5 Chinesa telatinns in the past two years, Peking
has taben the apportunity to futther rriversify it
sources of wupply. The value of whole-glant cnn.
tracts zigned in 1973 was divided amaorg Japan
{39 petcent), France (34 petcent), the US (18
petcent), and other Wesl Lutopean count ie; (2
petcent),

China has ‘evetled (o it pre - Cuyltural Hevo-
Ition practice and now 13 using medigm:totin
ddefetied payments to finance about twao thinds of
the valuye of the plaols purchazed. The contracts
call far the bulk ot the payments fnr ptincipal
andd intetest 1o begin after all Ggquiprrent foe a
plant has been dotiveted, Because the Chinete
have been ewentially free of fureign indohicdness
fat atmaost 3 decade  deblaervice obligations
ungder ahole.plant conteacty should be readidy
manageable

HMIXED ECONOMIC PICTURE

A tumblings of highilevel policy debates,
Poliing has tepotted a good bul nat :pectacular
ecanamic pefotmance 1asl yeat, The (lgung,
mostly guathifed, indicale » modetale comebard
i} m:n(nl!um. cunlmumg ;nnhﬁcm'. T VALY e
tots ot industty ano construction, and a shatp tie
in foteiga ttade, Othes evidence caonfumg that the
econnmy has tecove ed fram the slowdawn of
1972, although nout a3 sttongly as Peking had
hoged.

Peking’s only specitic over-ll claim so facis
that the gross value of acticultural and industeal
production increated by, percent, Thes compates
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with a 10-percent inciease claithad for 1971 and
oy o daivn af all for 1977,

Tha agieultural woctor improverd avet 1972,
when poot weather damaged grain and colton
ctops. People e Dailv taparted tecotd outpuls of
qrain, cottan, hemp, sugar, and tobacco, Grain
was il 1o have surpassed the recatd 246 million
tons claimed for 1971, and cotlon production
teportediv 10w by 20 petcont. Incteazad onlput
fram falihatvested craps appatently mate than
affset the disappointing early harvest thal - as in
1972 -vias plagued by drought in the netth and
flooddivg in the south,

Ho outpul tigutes weie ciied foe industrial
production, but it was said to have tisen by "4 big
margin,” bland thaetutic by Peling’s standards.
Contpicuontly  abient from a list of products
vhose production was claimed 1o have met or
sutpassed plan fatgels wete iton ore, pig itoon,
ceal, cament, and 1niring machinery —Lottleneck
reems thatl had tecewved high priotily in 3%73 The
most Senpattant tequenal ciaims 5o far oate for
Shatnghay, Tientain, andg Ligoning whete gtoe opl.
pul teporally o by 8 1o 10 peicent, tespec:
tiwely, campatad vath 1972 §ragmentaty ewr.
denre cyggests that aver-all industogl peoduction
cterwed Al a compatable tale, ot soughily the
weitio 3% an 1977

Pebing alia asserler) that foteign leade 1oe

Tennsn
Aser i

3‘.ui«,.: el fraom

P
ey

il yead
China’s Yading pattnees indicate thaot total Hrade
jurnped fram $5 8 hiltion i 1972 19 maore than
S bitlion in 19723 Pebing chawe to ighate the fa04
that daports- 1.t by charply mcteaed putchases
of grain and cotlon - oulean evporls teglling in g
detict! woilh hm(i-»,x,*mn(y coutitties of foughly
2500 m:ttion, '

THCHEASED AMID YO AFRICA

Peling maintained a high tevel of economig
Ak acthivity in Afnca 133t year, concentrating on
Vet Attica The milidary ad progeam contineed
at a more modest pace.

Chinese econotng cretdils to Atnca reached
$330 muthon, up 60 percent ove. 1972, but about

equal to the average Chinese aid extended during
the 1970-72 parind. Africa, in tact, accounted for
almost all. Chinese aid undertakings in 1973,
teaching 90 percent last year compated with 60
petcent in 1970-1972. As in the past, most of the
aitd was allocated to the davelopment of agricul-
ture, transportation facitities, and light indusity.

China foltowed up its improved political re-
fations with West Atrica during the yeae by ship.
ping 35,000 tons of grain 1o the six drought-
stticken countries of the Sahel, Two thirds of
China’s aid 1o Attica went to Camerann, Chad,
Senegal, and Upper Volta, China'y fiest econamic
develupment credits 1o thetwe countties. This con-
ttasts sharply with the 1970-1977 petiod when
Chinese altention was concentrated in south and
east Aftica and desz than 20 petcat of new
Chinesws ctadits wote entonded tao West Abrican
QEHUNLS

Chitsa pravided about $110 million of newe
avitance 1o othet Alftican countiies (a5t year. A
L1000 tlinn credil was made Lo Zate for agticul
Wt and medic ! projects. gty wete made to
Zamhia toe toad imptovements gnd to Tanszma
for a phanmaceytic al plant

He tant Alricy, Peling completed the an-
sanian pottenn of the Tan.Zam Halvway Con.
ttuctuiny avio 1y 1 peesjrens on anyergl other nro-
jects an Tanzama 3 weell an on the cland o
Zanzhar in Somaua, Lhinewe comtiuchion activ.
ity on the $60 muttion Belel Uen - Giastan toad was
stepped up. Waork on Pelang’s maint pProject n
Sudan, the Wad Medane . Gedate! toad, alwo has
been acceleraled, and progress ooreparted on wev.
e1al other Sudanew facihities under canstiycthion
v the Chunose,

Oanty $9 madbion 0 new malitaey aied was
commtied i3t yeat, compated with $11 mullgre
W 1822 Aboui 36 miiiion of iat yocor's aud wen .
to Tanzania, China's largest military it tecipient
i Aftca Yivtary delivenies includer four Shang.
har patrot boats a0 ground forces equnpment to
Guinea, and two Shanghas to Sierra Leone.
Tanzany tecewved attillery  and s firsd jet
fighters—17 MIG-195 and 3 MIG-15s.

Page 15

i Dt TRETL

WEEKLY REVIEW

Jan 11, 74

ji N
Approved For Release 2009/04/22 : CIA-RDP85T00875R001000020002-3

25X1

25X1

25X1




g — (aTn

Approved For Release 2009/04/22 : CIA-RDP85T00875R001000020002-3 -

INDONESIA: STUDENT XENOPHOBIA

Indonesia’s revitalized studant activists see
the visit next week by Japanese Prime Ministar
Tanaka as an ideal opportunity for large-scale
protests. Originally confined to the two national
university centers of Jakarta and Bandung, stu.
dent pratests have now spread to provincial uni.
versily towns. Over the past months, student
groups have mounted a series of small but wall-
publicized visits to various government depart:
ments requesting "'dialogues’ on economic and
social policies. In an effort to ease the situation,
President Suharto has agread to meet with a sty
dent dalegation today to discuss developmerit
programs and listen to their critiques of foreign
investment policies,

Tanaka's visit is viewed by the students as an
oppottune time tu arouse public sentiment
against the shortcomings of government policy by
focusing altention on alleged Japanese dominance
and aexploitation of Indonesia’s economy,
Bandung students have already challenged Tanaka
to discuss these issues with them, This type of
student aclivity is a hot potato for the Japanese
Cmbassy, which is aculely aware of Indonesian
ctiticism but uncertain how to handle it, In the
wake of mild anti-Japanese protests last waeek,
some prominent neon signs advertising Japanese
products have been turned off despite the roluc.
tance of the marchants involvad.

The Indonesian Govertus ot cannot take
much comiort in the fact that the . udents appear
to be focusing on a foreign target. Anti-Japanese
senliment also provides a laundhing pad tor a
general attack on government coziness with for.
eign investors, which the studonts allege is stifling
indigenous business eaterprise, The propensity of
Japanese businessr - n for dealing with local
Chinese rather thon with Indonesians is cited as
prtoof of the students’ arqgument. Taking the issuc
a step further, the students charge that these
Japanese-Chinese business cabals provide the
money that allows Jakarta's military elite to live
in opulence while other Indonesians mu.t struggle
for existence.

The Suharto governmant is trying to strike a
conciliatory stance, seeking to avoid an outright
confrontation with the students that would give
them a cause celebre, Indonasian security officials
are also keeping an eye on how Tanaka fares
alsawhete; tha Jakarta prass has been giving broad
covarage to anti-Japanese protests by Thar stu-
dents, Small protests in Jakarta would strengthen
Suharto’s hand in negetiating more favorable
deals with Tokyo, but the government fears wide-
spread damonstrations that would be embarrass-

ing. ‘
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critics -such as the downgrading of South Korea's
Central Intelligence Agency and the reorganiza.
tion of the cabinet-only whetted the opposi-
tion's desire Yor more far-reaching changes, in.
cluding parhaps his own resignation,

in adopting these naw measures, Pak is
gambling that the threat of gaverniment repression
will again be sufficient to silence his critics, Hao
means {o shatter the protest movement before
univarsities reopen in the spring and provide a
potentially axplosive base for his opponents, Pak
clearly intands to follow through with his threats,
but he is_not insensitive to the need for some

restvaint,

KOREA
A Hard Line in the South

The government moved closer to a scrious
political cenfrontation with its domestic critics
this week oo President Pak set aside his efforts to
mollify dissident groups and moved toward harsh
measures. Deop'v concerned with snowballing
demands for constitttional reform and political
change, which would weaken his authority, Pak
issucd two amerqency decrees making further
protest and criticism of his regime punishable by
courl-martial and ‘mpriscnment,

His moves--the first direct actions to curb
throe months of porsistont unrast—wore aimed at
prominent civilians circulating a well-publicized
reform petition and at senior politicians who have
recently spoken out against the President's au-
thoritarian policias. The ramifications of Pak’s
moves are broad, mar .ing a retuen to the police-
state controls used in 1871 and 1972 to rep:ess
similar opposition. The mowves also reflect Pak's
judgment that recent efforts to appeate his

It iy too early to judge tho reaction to Pak’s
tnoves. Mast politicians  will probably find it
prudent to hcld their peace and await further
action by the more militant Christians, students,
and intellectuals. In a cautlious gesture, the op-
pousition New Democratic Party bhas called—-un-
successfully - for a special meating of the National
Aucmbly. Tougher critics, however, may view the
President’s moves as a challenge that cannot qo
unanswered; they run grave personal risk if they
do.

Pyongyang's Response

Scoul’s action may be interpreted by North
horea a5 evidenca that the South is approaching
serious political instability, The situation has al-
roady orovided the North with additional reatens
for rejecting Seoul's latest ovartires for a resump-
tion of the North-South dialogue. The North
Kareans recoynize that forward movement in the
negotiations gt this time could ease Seoul's cur-
rent domestic troubles and are claiming that the
emergency measures damage the prospect for
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resuming the dialogue.
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Prime Minister Souvanna, who has mounted
a personal crusade for a rapid and smooth for.
mation of a new coalition government, is also
keaping a close eye on davelopments. He put
govarnment forces in Vientiane on alert late last
month, following reports that the rightist

Sananikuno clan was bent on serious trouble-

LAOS: MUCH ADC ABOULT NOTHING

Nearly four months have elapsed since the
protocol to implement the February 1973 peaco
agreement was signed, but a new coalition govern.
ment i3 Ul nowhera in sight, The protracted
delay has resulted in a growing sense of frustra.
tion and uneasiress on both sides. This has, in
turn, given rise to a now spate of coup rumors,
but there is no hard evidence that any serious
plotting is under way.

The Communists, in particular, are appro-
hensive about some sort of powaer play by dis-
gruntled conservatives. Radio Pathet Lao has boen
weighing in with charges that Vientiane
ultrarightists,’ in collusion with *Thai and South
Vietnamese reactionaries,” are scheming to
sabotago the cease-fire and negotiations 01 a new

making, but he seems to have calmed down
recently as a result of the rightists' reassurances
that their hands were clean. In a tour d'horizon
last week with the US ambassador, the Prime
Minister appearad relaxed and loss impatient with
the slow progress ragistared to date on the
negotiations front than he had been in several
wooks,

Nevertheless, Souvanrsa may still encounter
considerable difficulty within his own ranks in
reaching agreement on a now qovernment, The
rightists remain highly apprehansive over the
infiux of Pathet Lao security forces into Vien-
tiane and Luang Prabang, and they are again
voicing serious concern that Souvanna may be
preparod to sell oul -ightist political and
econo.nic intarasts to gsin Lac Communist agreo-
mont on a new government, Vientiane rightist
spokesman Ngon Sananikone recently discussed
the possibility of forming a new alliance among
the major conservativa elements in Laos as 3

government,

safequard aqainst such am
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ARGENTINA: DEFIANT UNIVERSITY

President Feron has so far stayed aloot from
# potentially serious dispute helween the national
university and the Lducation Ministry, involving
the refusal of the new university rector o abide
by a ministry order. Latly in Decemizer, Lduca-
tion Minister Jorge Taiana ordered the dismissal
ol two leftist Peronist professors who had pub-
lished articles attacking soma of Paron's closest
advisets. The rector, whom Peron had appointed
to replace a leftist named by predecessor Hector
Campora, has sided with the ptoessors, He cons
tends that a tecently enacted law allowing the
fiting of civil wrvants for opposing the govern.
ment does not apply to Peronists,

Problems with the universities ate nol new
to Atgentina. Following Campora’s inaugutation
1ast May, Peronist-appointed interventors, most of
them political leftisis, overturned cutricula and
fited many university faculty members for being
anti-Peronist reactionaries or under foreign—pni
marily US—intellectual influences. Similar putges
have occurted befare, When Peron became pres.
tdent in 19406, tor example, thete weore whaolesale
dismissals of professors. Twenly years later, mili.
taty president Ongania occupied the universities,
promptling approximately 1h percent of the fac.
ulty of the University of Buenos Aites to tesign
and many to leave the country, )

In addition to the recutrent politicization of
scholarly  aclivities,  Atgentine  utiversities  aroe
overctowded and short of funds, Although the
student population has been groverg at the rate
of 15,000 a year, government asastance s likely
to decrease, Mineter Taiana has said that prionty
wilt be given to primary and secondary education,
As a result, the quality of university instruction s
not hikely to improve,

Leftist professors may continue to exercise a
predominant influence over educationat policy,
even 1if Taiana decides to push his case against the
tecton, snd Peron will charactenstcally femam
aloot. While Peron will probably manage to weod
out some of the mote extremist professors, a
major campaign aganst Marxists in the educa-
tional system would completely alienate his in-
creasingly disilusioned student supporters at a
time when he has his hands tull with terror-
1sm,

AHRMS RACE IN THE ANDES

The artival of Soviet tanks in neighbaring
Peru has increased the determination of the mili-
tary ralers in Chile and Lcuador o modernize and
axpand their armeu forces. Chile reportedly is
consideting countetirs the Peravian acquisition
with new French taaks and arti-tank weapons,
Levadorean officers ate tepotted 1o be calling fot
a thajor te-equipment program, and decisions on
atrhs purchases ate likely soon,

Botder dispules tesulting from  past wars,
desite for revenge, and jealousy over natural re.
sources still color relations among the Andean
states,

The centenaty in 1979 of the War of the
Pacific, in which Chile defeated Peoru, already is
haightening apprehension in Chile of Peruvian
tevanchism, Chileans ate well awvare that Peru's
mitita- ¢ doctrine calls for natiosal honar to be
teceamed betfore the passing ol a century by
tecovery of lost southern provinees, Chilean mili.
tary men, who view the oustor of Allende a4
ending a petiod of national decline, {- ar that Peru
could decida to strike a tong-planned blow before
Chile can recover ard rearm, Chilean officers alse
wo Peru as the potential center of subversion
inspited by Moscow—and Havana-against their
stridently anti-:Communist reqime,

Lcvador, for it patt, has never recanciled
itselt to the loss of ity Amazanian lerritoties to
Poru in 1941, 1t tears that Peru now covels even
mare teratory i the ollstich oticnte (east),

In Peruvian eyes, bath Chile and Lcuador are
potential aggressots. Copper tmines in the south
and ol in the nottheast ate seen as templations
for Chilean expansionists and Ccuadotean re-
vanchism, Following the d astic change in Chile's
political onentation last Soptember, Petu’s mili-
tary loaders began to perceive of their nation as a
beleaquered “revolutionaty” outpost bardered by
unsympathetic reqgmes sebject to the “impenial-
st influences of the US and Brazil. Peru and
Chile both believe that the other might try to
mutioate its internal difficulties by focusing do-
mestic attention on. foreign enemy.

To a disinterested third purty, the old dis-
putes and persistent suspicions that pervade the
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Anies have an air of unteality, But to the military
men involvad, the mutual animosities, fears, and
suspicinns ate deeply felt, An arng race may
develop in earnest and—to the participants, at
least—armed conflict is far from unthink-
able,

ECUADOR: A TOUGHER OIL POLICY

The military government's announcement
that it intends to acquire a 2%percent interest in
the Texaco-Gult consortium this year may be the
fiest in a seties of moves to inCreass Ecuadot's
contiol of its petroleum industry, Practical eco-
nomin. concetns, however, probably will cause the
government to give careful consideration to fur.
thet moves against foreign oil companies.

Under the agreoment signed with Texaco-
Gulf fast Augusi, the government has an option to
putchase a 25-percent interest in the consortium
in 1977, Publicly, the government said it is mov-
ing up the purchase date becausn of a recommen-
dation by OPEC that member states gain greater
control of fureign oil companies operating in their
countries. Another, and equally power ful, motiva-
tion is a desite to take advantage of rising world
oil prices and increased interost in Ecuadorean oil
by cortries other than the US.

Japan is altempling to arrange a long-torm
agreement to barter its manufactured goods for
Ecuadorean crud  oil. Quito would also like to tin
these oil sales to Japanese purchases of Ecuado-
rean bananas. Tokyo alrcady is helping Ecuador
set up a national oil tanker flea? and has been
awarded a contract to build a $90-million refinery
by 197G. Other countrics that may be willing to
make special trade agreemeonts to get Ecuadorean
oil include Mex‘co, Peru, Brazil, and some in
Wastern Eutope.

25X1

Strong nationalistic sentiments and a desire
to appear "independent’ influence Ecuador's oil
policy. Measures such as demanding renegotiation
of existing contracts with terms less tavorable to
the companies already have led some US oil firms
to leave Ecuador. A recent agreement with Ro-
manis Lo cooperate in developing petroleum re-
serves may also be employed as a lever to check
US companies’® “control” of the industry. Buying
into the US companies would be another means 25X1
of giving Quito a greater voice in determining
where the oil is sold and on what lerms.
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ZAIRE: DECOLONIZING THE ECONCMY

If Prozident Mobutu Sese Scko has his way,
1974 will be the yoar of cconomic independonce
for Zaire. Ha recontly ordored a series of movos
aimed primarily at thoe Belglans, who still have a
larga stako in Zairo's oconomy, but othors will be
affoctod also,

Mobutu contends that the Belgians have ro-
sisted *'Zalrianization” while other foreign invos-
tors—mainly US, Japanese, and British—accepted
his new policies long ago. In latn November, he
again sounded the theme of economic independ-
ence in a major policy statement that accom-
panied a number of sweeping measures to reduco
foreign involvement in his country’s economy.
Henceforth, the government will:

e demand 50 percent particination in all
future mining concessions granted to foreign
investors;

¢ costablish me~nopolies in import-export,
timber exploitation, insurance, and con-
struction;

e require, effective next year, all compa-
nies that will have been in Zaire for five years
to turn over their top management positions
to Zairians.

In addition, Mobutu declared that all for-
cign-owned, non-industrial enterprises—such as
plantations, ranches, and rarms, most of which
are owned by Belgirns—are to be turned over to
private Zairian owners, who will reimburse the
present owners. The government also has forbid-
den Portuguese and Asians to reside in certain
areas of the country and has ordered them to
prepare their property for sale to Zairians. This
action will be especially popular, as Zairians re-
sent Asian domination of trade in the interior.

In related moves, the government subse-
quently expelled the Belgian advisers to the Bank
of Zaire and informed Brussels that it wishes to
buy out the Belgian-owned Commercial Bank of
Zaire. It also nationalized, promising compensa-
tion, all foreign-owned petroleum storage and dis-
tribution facilities. This move affects Texaco,
Shell, Mobil, and the ltalian firm, Petrofina. Gulf,

which is hoavily engaged in exploration and pro-
duction, has been exempted.

It will be some tire before the government
works out a viable mechanism for indemnification
and an orderly take-over. A period of public con-
fusion, petty corruption, and aconomic disloca-
tion has already set in and is likely to last for a
while. Mobutu is cetertnined to make the new
measures woik, however, If he succeeds, he may
turn to othar sensitive economic issues, notably
the repatriation of profits by Belgian technicians
and managers who work in Zaire under lucrative

government contracts.‘

Afghanistan-USSI
ARMOR FROM MOSCOW

Kabul is gztting new armor from the USSR
to modernize its armv. During the past year, at
least 140 pieces of Soviet armored equipment,
including 85 tarks, were delivered to Afghanistan.
Most of this equipment was received after the
coup in July, but there is no evidence to indicate
whether these deliveries were arranged prior to
the coup, whether they were accelerated at the
~equest of the new government, or whether they
represent new assistance granted since July.

o
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The numbers and types of equipment deliv-
ered thus far suggest that the Soviets intend to
improve Afghan military capabilities qualitatively

rather than quantitatively. The military can use 25X1

new tanks because about 200 of its tanks are
obsolete T-34 medium tanks, at least a quarter of

which probably are inoperable.\
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